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TO  THE  CITIZENS  OF  THE  COMMONWEALTH, 


Chapter  630  of  the  Acts  of  1982  established  the  Division  of  Public  Employee  Retirement 
Administration  (PERA).  In  the  five  years  since  that  time  PERA  has  been  involved  in  the 
administration  of  two  major  pieces  of  pension  legislation  (C.630  of  1982;  C.661  of  1982), 
and  today  we  are  working  on  the  implementation  of  a  third  (C. 697  of  1987).  The  passage 
of  C697  marks  the  end  of  a  period  of  major  reform  in  public  pension  law  and,  thus,  it 
is  appropriate  for  PERA,  the  lead  agency  in  this  area,  to  pause  and  reflect  on  past  accom- 
plishments, present  challenges  and  future  goals. 

In  the  early  1980s  the  law  governing  public  employee  retirement  was  no  longer  adequate. 
Pension  costs  were  consuming  increasing  amounts  of  public  resources  while  M.G.L.  C.32 
prohibited  the  advance  funding  of  benefits.  The  strict  investment  limits  contained  in  C.32 
served  to  hamper  rather  than  encourage  the  prudent  investment  of  public  pension  funds 
in  Massachusetts.  The  number  of  job-related  disabilities  in  the  Massachusetts  public  work- 
force sky-rocketed  due  in  large  part  to  a  statute  which  inhibited  a  fair  and  objective  review 
of  claims.  Finally,  public  employees  and  retirees  across  Massachusetts  were  confronted  with 
administrative  procedures  and  rules  which  often  differed  from  retirement  system  to  retire- 
ment system. 

The  Legislature  and  the  Governor  worked  together  in  responding  to  the  public  pension  cri- 
sis in  Massachusetts.  Three  major  pieces  of  legislation  became  law,  enabling  the  Common- 
wealth to  avert  fiscal  crisis  in  its  retirement  systems.  An  integral  part  of  this  response  was 
the  creation  of  PERA. 

Aggressively  pursuing  our  legislative  mandate,  PERA  set  up  several  units  each  focusing 
on  a  specific  area.  The  Disability/ Medical  Examination  Unit  has  since  1983  recruited  hun- 
dreds of  physicians  throughout  the  state  in  order  to  establish  independent  regional  medi- 
cal panels  for  disability  examinations.  The  Field  Examinations  and  Audit  Unit  is  respon- 
sible for  auditing  the  books  of  each  system  and  providing  guidance  to  the  retirement  boards 
in  the  accounting  and  financial  area.  PERAs  Legal  Unit  is  responsible  for  providing  le- 
gal direction  to  the  retirement  boards  and  for  reviewing  all  disability  awards  for  compli- 
ance with  statute.  The  Actuarial  Unit  calculates  and  verifies  the  amount  of  all  retirement 
allowances,  determines  the  annual  appropriation  needs  of  each  system  and  is  responsi- 
ble for  the  review  of  the  actuarial  studies  of  the  systems.  The  Pension  Investment  Advisory 
Unit  evaluates  the  investment  activity  and  performance  of  the  106  retirement  systems  and 
the  Pension  Reserves  Investment  Trust  Fund.  The  Workers'  Compensation  Unit  processes 
all  workers'  compensation  claims  by  state  employees  and  pays  benefits  to  those  found 
eligible. 

These  units  have  contributed  to  the  success  of  PERA  and  their  achievements  are  outlined 
in  this  report.  That  success  can  be  measured  in  many  ways,  the  decline  in  the  number  of 


disabilities,  the  growth  of  system  assets,  and  the  improvement  in  investment  returns  to  name 
a  few.  Perhaps  the  most  important  criteria  for  judging  the  efforts,  not  only  ofPERA,  but 
of  the  Governor  and  Legislature,  and  the  Retirement  Boards,  is  to  compare  our  retire- 
ment systems  today  with  what  they  were  like  only  a  short  time  ago. 

Today,  our  retirement  systems'  financial  condition  no  longer  threatens  fiscal  chaos  for  the 
state  and  its  cities  and  towns.  The  disability  process  is  now  fair  and  equitable,  and  the  ad- 
ministration of  our  retirement  funds  is  generally  efficient  and  professional.  In  short,  the 
Massachusetts  Public  Employee  Retirement  System,  which  prior  to  this  decade  seemed  on 
the  verge  of  collapse,  now  addresses  the  legitimate  needs  of  employees,  retirees  and  tax- 
payers. 

However,  we  at  PERA  have  no  time  to  contemplate  past  accomplishments.  C.697,  which 
emphasizes  the  long-term  funding  of  the  systems,  the  re-examination,  rehabilitation  and 
re-employment  of  disabled  retirees,  and  the  equalization  of  benefits,  is  a  mandate  for  fur- 
ther improvement.  I  am  confident  that,  as  this  legislation  is  implemented,  our  pension  sys- 
tems will  become  more  fiscally  sound,  our  employees  will  have  expanded  rights  and  those 
who  have  been  injured  in  the  public  service  will  have  new  hope  for  a  return  to  a  more 
productive  life. 

As  I  indicated,  the  success  of  PERA  is  really  the  success  of  many  people.  Governor  Michael 
Dukakis  and  Secretary  of  Administration  &  Finance,  Frank  Keefe,  have  been  helpful  in 
providing  the  resources  with  which  to  do  the  job.  The  Legislature,  through  its  passage  of 
these  three  statutes,  has  given  to  the  people  of  Massachusetts  one  of  the  most  progressive 
retirement  laws  in  the  nation,  and  the  business  community  has  maintained  a  focus  on 
retirement  issues  which  has  been  instrumental  in  the  long  reform  process.  In  addition,  the 
efforts  and  cooperation  of  the  106  retirement  boards  have  been  critical  to  improving  our 
pension  system.  Finally,  I  would  be  remiss  if  I  did  not  acknowledge  the  employees  at  PERA 
whose  intelligence,  perseverance  and  dedication  are  the  base  upon  which  the  agency  is 
founded. 


Sincerely, 


JOHN  J.  McGLYNN 


Commissioner,  Public  Employee 
Retirement  Administration 


Digitized  by  tine  Internet  Archive 
in  2014 


littps://archive.org/details/peraacliievementsOOmass 


THE  1980s:  A  DECADE  OF  PENSION  REFORM 


Approximately  100,000  Massachusetts  public  retirees  rely  on  our  public  pension  system 
for  benefits.  In  addition,  thousands  of  active  employees  are  counting  on  the  support  pro- 
mised in  Chapter  32  to  sustain  them  after  retirement.  The  rights  and  benefits  provided  in 
Chapter  32  comprise  a  contract  between  government  and  its  employees  and  retirees.  PERA's 
primary  goal  is  to  make  sure  that  those  promises  are  fulfilled. 


THE  CRISIS 

Only  a  decade  ago  it  appeared  that  several  factors  would  negate  those  contractual  obliga- 
tions. Our  retirement  law,  enacted  shortly  after  World  War  II,  no  longer  provided  a  frame- 
work for  dealing  with  the  complexities  of  modern  public  service.  Growth  in  the  public 
workforce  in  the  decades  following  the  war  began  to  impact  retirement  rates  and,  there- 
fore, costs. 

In  several  critical  areas,  the  law  undermined  the  fiscal  and  administrative  soundness  of  the 
systems.  Benefits  were  financed  on  a  "pay  as  you  go"  basis  leading  to  higher  appropria- 
tions as  the  workforce  matured  and  more  people  began  to  collect  benefits.  Because  Chap- 
ter 32  prohibited  advance  funding,  nearly  90%  of  the  cost  of  each  pension  had  to  be  paid 
out  of  the  annual  appropriation.  This  method,  which  worked  well  when  few  people  were 
collecting  pensions,  threatened  the  financial  stability  of  the  state  and  many  of  the  munici- 
palities. As  pension  payments  became  a  larger  and  larger  part  of  budgets,  it  seemed  that 
ultimately  government  would  be  confronted  with  a  choice  between  fiscal  chaos  or  reneg- 
ing on  its  promise  to  employees  and  retirees.  As  pension  costs  grew,  credit  rating  agen- 
cies became  alarmed,  and  Massachusetts  and  its  cities  and  towns  suffered  when  issuing 
bonds.  The  unfunded  liability,  which  is  the  cost  of  benefits  owed  in  excess  of  funds 
available,  was  projected  in  1976  to  reach  $22.7  billion  by  1988. 

Disability  Pension  Abuse 

Public  confidence  in  our  retirement  systems  was  shaken  by  a  series  of  scandals  which  even- 
tually led  to  the  conviction  of  several  individuals  for  criminal  violations.  Beyond  this,  the 
disability  process  itself  was  out  of  control,  leading  to  higher  levels  of  appropriation. 
Management  used  the  disability  process  as  a  tool  to  remove  disaffected  employees,  and  a 
segment  of  the  workforce  came  to  believe  that  a  disability  pension  was  available  to  every- 
one rather  than  compensation  for  a  physical  or  mental  injury  caused  by  his  or  her  employ- 
ment. As  a  result,  accidental  disabilities  granted  reached  a  high  of  1,149  in  1981. 


Investments 

The  system's  funding  status  was  made  more  precarious  by  the  laws  governing  investment. 
BiUions  of  dollars  in  assets  were  being  invested  with  no  oversight  or  regulation.  Board 
members  had  little  formal  guidance  to  help  them  meet  their  responsibilities.  The  statute, 
due  to  archaic  restrictions  on  investment  flexibility,  limited  the  choices  available  to  boards, 
bringing  about  a  dangerous  concentration  of  assets  which  bordered  on  the  imprudent.  A 
portion  of  the  investment  return  was,  by  law,  used  to  pay  current  costs,  in  effect  defund- 
ing  the  system. 

No  Uniform  Standards 

In  addition  to  these  problems,  106  different  retirement  boards  were  charged  with  manage- 
ment of  the  retirement  process  with  limited  direction  or  assistance.  This  lack  of  oversight 
resulted  in  administrative  fragmentation,  inconsistently  applied  procedures,  different  stan- 
dards of  accounting,  and  different  rules  and  regulations  across  the  state.  In  spite  of  grow- 
ing assets,  escalating  liabilities  and  the  large  number  of  people  served,  retirement  boards 
were  often  neglected  and  understaffed. 

Consequently,  by  the  early  1980's  over  100  Massachusetts  retirement  systems,  serving  the 
needs  of  thousands  of  employees,  retirees  and  beneficiaries,  investing  over  $2  billion  in 
assets,  and  confronted  by  an  unfunded  liability  of  $10  billion,  were  subject  to  an  antiquated 
statutory  scheme  which  made  efficient  and  equitable  administration  impossible. 


THE  RESPONSE 

It  was  in  this  context  that  three  statutes  reforming  Chapter  32  were  adopted: 

•  Chapter  630  created  PERA  and  gave  to  that  agency  the  responsibility  of  overseeing  the 
operations  of  the  retirement  systems.  Pursuant  to  that  statute,  rules  and  regulations  have 
been  promulgated  governing  disability,  administrative  procedures,  financial  operations 
and  investments.  This  measure  also  provided  for  an  independent  medical  review  of  all 
disability  claims  and  gave  PERA  authority  to  review  the  disability  process.  The  thrust 
of  Chapter  630  was  administrative  and  regulatory,  designed  to  impose  order  and  fair- 
ness on  the  disability  process  and  to  establish  an  agency  which  would  assist  the  boards 
in  the  administration  of  the  retirement  law.  Following  passage  of  Chapter  630  attention 
was  turned  to  funding  and  investment  practices. 

•  Chapter  661  eliminated  the  use  of  earnings  to  defray  current  costs,  leading  directly  to 
a  greater  rate  of  asset  growth.  In  addition,  all  state  system  assets  were  to  be  invested 
according  to  the  prudent  person  standard  governing  private  pension  plans  rather  than 
under  the  restrictions  contained  in  Chapter  32.  Other  retirement  systems  were  given  the 
choice  of  investing  under  Chapter  32,  applying  to  PERA  for  approval  to  invest  in  com- 
pliance with  the  prudent  person  standard,  or  transferring  assets  to  the  newly  created  Pen- 
sion Reserves  Investment  Trust  Fund  for  management.  The  goal  of  this  statute  was  to 
improve  investment  returns  and  accelerate  asset  growth. 

Both  of  these  laws  accomplished  their  purpose.  In  1981  the  year  before  passage  of  Chap- 
ter 630,  1,149  accidental  disabilities  were  granted.  In  1987  that  number  had  fallen  to  398. 
From  1985  through  1987  the  period  following  passage  of  Chapter  661,  80  of  the  107  boards 
achieved  annualized  investment  returns  of  10  %  or  higher  while  only  3  had  returns  below 
1A%%.  Also,  while  it  took  eight  years  for  system  assets  to  grow  from  $1.5  billion  to  $3.4 
billion  between  1974  and  1982,  in  the  next  5  years  assets  more  than  doubled  growing  to 
over  $8.4  billion  in  1987. 

•  Chapter  697  of  the  acts  of  1987  completes  the  process  and  emphasizes  funding,  benefit 
improvement,  and  rehabilitation  and  re-employment  rights  for  disabled  retirees.  It  has 
been  called  the  most  significant  fiscal  legislation  passed  in  the  last  20  years  and  the  fund- 
ing requirements  which  the  law  establishes  have  already  resulted  in  an  improved  bond 
rating  for  the  state. 


PERA:  CENTERPIECE  OF  REFORM 


The  success  of  the  statutory  changes  made  by  Chapter  630,  Chapter  661  and  Chapter  697 
is  largely  dependent  upon  the  Division  of  Public  Employee  Retirement  Administration 
(PERA).  PERA  is,  by  law,  the  sole  state  agency  responsible  for  interpreting  and  enforc- 
ing Chapter  32.  The  day-to-day  administration  of  that  law  is  the  duty  of  106  retirement 
boards  servicing  employees  and  retirees  of  state,  county  and  local  government.  PERA's  role 
has  been  to  bring  order  to  the  retirement  system  in  Massachusetts  and  to  insure  that  the 
law  is  being  followed  in  benefit  determination,  financial  operation,  investment  and  ad- 
ministration of  the  systems.  In  order  to  meet  this  challenge,  PERA's  organizational  struc- 
ture is  composed  of  several  units,  each  designed  to  deal  with  a  specific  area  of  the  agency's 
many  responsibilities. 


As  retirement  system  membership  has  increased  leading  to  significant  growth  in  assets,  the 
fiscal  aspects  of  system  administration  have  become  increasingly  important.  Through  the 
Field  Examination  and  Audit  Unit,  PERA  maintains  regular  contact  with  retirement  boards 
in  an  effort  to  assure  compliance  with  law  and  rules  and  regulations.  Since  1982  PERA's 
auditors  have  conducted  more  than  175  examinations  of  the  financial  condition  of  the 
retirement  systems.  In  each  instance  a  professional  audit  team  spends  several  days  at  the 
retirement  board  offices  working  with  staff  carefully  reviewing  accounting  procedures  and 
fiscal  controls.  Frequently,  recommendations  are  made  in  an  effort  to  assist  the  board  and 
staff  in  the  management  of  the  system. 

This  Unit  has  made  a  commitment  which  extends  far  beyond  these  auditing  responsibili- 
ties. Recognizing  the  importance  of  providing  comprehensive  guidance  to  the  boards,  the 
Unit,  in  1986,  began  to  develop  an  Accounting  Manual.  This  Manual  contained  for  the  first 
time  a  standard  accounting  format  for  use  by  all  systems.  Following  months  of  effort  and 
consultation  with  retirement  system  staffers,  the  new  accounting  system  was  adopted  in 


FIELD  EXAMINATION/AUDIT  UNIT 


January,  1987.  Throughout  the  year 
training  sessions  were  held  across  the 
state  to  familiarize  boards  with  the 
procedures.  Audit  teams  also  provided 
direct  assistance  to  boards  on  an  in- 
dividual basis.  As  a  follow-up  to  this 
development,  in  late  1987  a  revised 
annual  statement  format,  designed  to 
complement  the  accounting  system, 
was  introduced.  This  format  is  more 
comprehensive  and  easier  to  complete 
and  should  lead  to  a  greater  under- 
standing of  retirement  system  oper- 
ations. 


DISABILITY/MEDICAL  EXAMINATION  UNIT 


One  of  the  driving  forces  behind  pension  law  reform  has  been  concern  over  the  costs  as- 
sociated with  escalating  accidental  disability  rates.  This,  coupled  with  well-documented 
cases  of  fraud  and  abuse,  led  to  legislative  action.  PERA,  under  Chapter  630,  was  the  fo- 
cal point  of  efforts  establishing  a  disability  review  process  to  assure  an  objective  analy- 
sis of  the  application  while  guaranteeing  the  rights  of  applicants.  In  1983  a  Special  Task 
Force  was  appointed  by  the  Commissioner  to  develop  regulations  governing  the  granting 
of  disability  pensions.  Promulgation  of  these  regulations  resulted  in  a  uniform  standard  to 
be  applied  by  all  boards.  Systems  would  now  be  required  to  process,  investigate,  and  review 
disability  applications  in  substantially  the  same  manner,  resulting  in  all  applicants  being 
treated  fairly  and  all  applications  being  judged  objectively.  The  Unit  redesigned  the  forms 
related  to  disability  and  required  detailed  information  concerning  the  medical  condition, 
job  duties  and  outside  activities  of  applicants.  These  actions  have  provided  boards  with  the 
procedural  framework  as  well  as  the  appropriate  evidence  with  which  to  make  informed, 
fair  and  objective  decisions. 

This  Unit  is  also  responsible  for  the  appointment  of  regional  medical  panels  to  examine 
disability  applicants.  A  major  change  brought  by  Chapter  630  established  panels  composed 
of  independent  physicians.  The  smooth  administration  of  these  panels  has  been  a  major 
challenge  for  and  accomplishment  of,  PERA.  In  the  last  five  years  the  Unit  has  sched- 
uled over  6000  examinations  across  Massachusetts  while  at  the  same  time  recruiting  hun- 
dreds of  doctors  with  various  specialties  in  all  areas  of  the  state. 

In  1981,  the  year  prior  to  passage  of  Chapter  630,  1,149  accidental  disability  pensions  were 
awarded  to  Massachusetts  public  employees.  By  1987,  that  figure  had  dropped  to  398.  Con- 
servative estimates  indicate  that  as  a  result  nearly  $50  million  have  been  saved  over  the 
course  of  the  last  five  years,  $12.6  million  at  the  state  level,  $15.2  million  in  the  City  of 
Boston  and  $22  million  for  other  local  systems. 


PENSION  INVESTMENT  ADVISORY  UNIT 

PERA's  Pension  Investment  Advisory  Unit  oversees  the  investment  of  over  $8.4  billion  in 
public  pension  assets.  Under  Chapter  661  of  the  Acts  of  1983  those  assets  may,  at  the  op- 
tion of  the  individual  retirement  board,  be  invested  in  accordance  with  the  strict  statutory 
limits  of  the  so-called  "legal  list"  or  under  the  prudent  person  rule  applicable  to  private 
pension  plans.  The  Unit  is  responsible  for  reviewing  and  approving  applications  submit- 
ted by  the  boards  for  a  waiver  from  the  legal  list  enabling  assets  to  be  professionally 
managed  in  a  manner  consistent  with  generally  accepted  standards  of  prudence.  In  Febru- 
ary of  1985,  rules  were  promulgated  outlining  the  waiver  process,  the  criteria  to  be  used 
in  judging  an  application,  and  parameters  for  the  investment  activities  of  systems  which 
receive  a  waiver.  Since  that  time  over  80  of  the  107  pension  funds  in  the  state  have  com- 
menced investing  assets  according  to  the  prudent  person  standard.  That  standard  mandates 
that  assets  be  managed  for  the  exclusive  benefit  of  employees,  retirees  and  their 
beneficiaries,  in  the  same  manner  as  a  prudent  expert,  and  that  investments  be  diversified 
to  guard  against  the  risk  of  large  losses.  Consequently,  94%  of  the  $8.4  billion  in  assets 
of  our  retirement  systems  is  now  managed  by  professional  investment  advisors  guided  by 
the  modern  standard  of  the  prudent  person  rule. 

The  Unit  has  compiled  the  first  comprehensive  data  base  on  the  investment  activity  of  our 
retirement  systems.  This  has  enabled  PERA  to  provide  annual  analytical  and  performance 
reports  never  before  available  which  outline  the  returns  of  all  Massachusetts  funds  and  con- 
tain other  important  information  regarding  asset  allocation,  transaction  activity,  and  per- 
formance trends.  Reports  have  been  released  for  1985,  1986  and  1987.  These  reports,  for 
the  first  time  in  history,  provided  board  members,  employees  and  retirees,  and  the  general 
public  with  objective  information  detailing  the  performance  of  every  retirement  system. 
In  addition,  this  data  has  enabled  PERA  to  track  the  investment  activity  of  the  systems  and 
to  advise  the  boards  of  the  legality  of  particular  investments.  This  capability  has  resulted 
in  more  knowledgeable  investment  of  funds  in  general  and  has  enabled  PERA  to  initiate 
action  in  conjunction  with  several  boards  to  recover  nearly  $500,000. 


ACTUARIAL  UNIT 

Ensuring  the  integrity  of  long-term  pension  funding  has  been  a  major  policy  priority  for 
PERA.  The  Actuarial  Unit  is  the  focal  point  for  these  efforts.  Under  law  the  Unit  deter- 
mines the  annual  appropriation  for  each  of  the  106  retirement  systems.  In  addition  the  Unit 
calculates  and  verifies  the  amount  of  each  retirement  allowance  granted  by  the  local  sys- 
tems. Thousands  of  allowances  have  been  approved. 

Chapter  697  expands  upon  the  Unit's  responsibilities  in  several  areas.  The  Executive  Office 
of  Administration  and  Finance,  in  developing  the  funding  schedule  mandated  by  the  new 
law,  worked  closely  with  PERA.  In  the  short  period  of  six  weeks  between  the  passage  of 
the  law  and  the  deadline  imposed  for  submission  of  a  state  funding  schedule  to  the  Legis- 
lature, the  Unit  prepared  various  actuarial  funding  schedules  for  consideration.  Ultimately 
one  was  selected  and  submitted.  This  marked  a  turning  point  in  the  history  of  Massachu- 
setts public  pension  policy.  Beyond  this,  PERA's  Actuarial  Unit  will,  as  systems  adopt  the 
funding  provisions  of  the  new  law,  assume  responsibility  for  reviewing  and  approving  local 
funding  schedules. 


LEGAL  UNIT 

PERAs  Legal  Unit  assists  in  the  interpretation  of  Chapter  32  and  has  played  a  major  role 
in  the  drafting  of  rules  and  regulations  implementing  Chapter  630  and  Chapter  661.  Pres- 
ently, the  Unit  is  working  on  the  rules  and  regulations  made  necessary  by  Chapter  697. 
Internal  responsibility  also  includes  advising  the  Commissioner  and  staff  on  matters  relat- 
ing to  litigation,  statutory  compliance,  and  policy. 

Chapter  630  requires  PERA  to  review  all  disability  awards.  The  Legal  Unit  is  responsi- 
ble for  this  review  which  consists  of  a  detailed  analysis  of  each  case  to  insure  that  awards 
are  based  on  lawful  procedure,  made  as  a  result  of  substantial  evidence,  are  not  arbitrary 
and  capricious,  and  are  not  the  result  of  fraud  or  misrepresentation.  During  1987  over  550 
cases  were  reviewed,  bringing  the  total  number  reviewed  by  the  Unit  to  approximately  3250. 

The  Legal  Unit  undertakes  a  task  of  equal  importance  in  providing  legal  direction  to  retire- 
ment board  members  and  staff.  The  issues,  confronted  by  the  retirement  systems,  cover 
a  wide  range  of  the  human  experience,  and  PERAs  Legal  Unit  has  made  a  conscientious 


commitment  to  answering  all  questions  in  a  timely,  accurate  and  definitive  manner.  In  the 
last  several  years  over  1100  written  opinions  have  been  issued  to  Board  members,  staff, 
public  officials  and  individuals.  In  1987  the  Unit  received  requests  at  a  rate  of  nearly  four 
per  week.  In  most  cases,  the  Unit  responded  within  two  weeks.  The  Legal  Unit  has  also 
been  instrumental  in  the  issuance  of  numerous  memoranda  to  the  retirement  boards  provid- 
ing direction  to  the  boards  in  administering  Chapter  32. 


WORKERS'  COMPENSATION  UNIT 

In  1983  PERA  assumed  fiscal  and  managerial  responsibility  for  the  workers'  compensa- 
tion claims  of  state  employees  and  became  the  self-insurer  for  the  Commonwealth.  Shortly 
thereafter  the  Workers'  Compensation  Unit  was  reorganized  into  separate  departments  which 
were  established  for  claims  management,  medical  payment  processing  and  rehabilitation, 
and  an  emphasis  was  placed  on  efficient  case  management. 


TERAs  case  management  system  is  both  professional  and  efficient.  In  fact,  it  equals 
any  system  I  have  had  experience  with  in  my  professional  career" 

Michael  Hallion 
Kemper  New  England  Division 
Workers  Compensation  Claims  Examiner 


In  anticipation  of,  and  following  the  passage  of  the  Workers'  Compensation  Reform  Law 
in  1986,  the  Unit  conducted  a  series  of  educational  seminars  to  inform  interested  parties 
of  the  changes  in  the  law  and  in  processing  procedures.  At  the  same  time,  in  order  to 
guarantee  efficient  administration  of  claims,  the  Unit  began  the  development  of  customized 
software  designed  to  provide  the  timely  payment  of  claims.  That  system  now  provides  a 
sophisticated  tracking  of  all  state  industrial  accident  claims,  prompt  payment  of  claims, 
medical  evaluation,  and  statistical  and  financial  reporting  capabilities. 

One  of  the  most  important  activities  of  the  Unit  focuses  on  rehabilitation.  The  Rehabili- 
tation Division  reviews  medical  claims,  and  when  appropriate,  coordinates  the  rehabili- 
tation programs  which  assist  injured  workers  in  returning  to  employment.  In  the  short  time 
that  the  Rehabilitation  Division  has  been  operational,  over  800  injured  state  employees  have 
been  assessed  for  rehabilitation  potential  and  520  cases  have  been  recommended  for  a 
program. 


THE  FUTURE:  THE  CHALLENGE  CONTINUES 


The  statutory  reforms  of  the  1980's  have  created  a  framework  for  the  professional,  effi- 
cient and  equitable  administration  of  our  retirement  law.  At  PERA  we  are  committed  to 
building  on  that  framework  to  insure  quality  service  to  system  members  and  the  public. 
The  needs  of  system  members  and  beneficiaries  and  our  obligation  to  the  people  of  the 
Commonwealth  have  been  the  principles  behind  that  commitment.  Our  future  efforts  will 
continue  to  be  guided  by  those  principles.  PERA  intends  to  make  the  next  five  years  a 
period  of  achievement  that  parallels  the  progress  of  the  last  five  years. 


We  look  forward  to  accomplishing  the  following: 

•  the  speedy  and  comprehensive  implementation  of  the  provisions  of  Chapter  697  estab- 
lishing rehabilitation  rights  for  disabled  retirees  who  have  sacrificed  physical  and  men- 
tal well-being  in  the  public  service 

•  expanding  the  number  of  physicans  serving  on  medical  panels  and  the  automation  of 
the  scheduling  of  examinations  in  order  to  expedite  the  processing  of  disability  claims 

•  conducting  regularly  scheduled  actuarial  studies  of  each  retirement  system 

•  establishing  a  fair  and  objective  review  procedure  for  the  approval  of  local  funding 
schedules  submitted  as  required  by  Chapter  697 

•  creation  of  a  comprehensive  data  base  containing  information  on  all  aspects  of  public 
employee  retirement  to  be  used  as  a  basis  for  studies  of  disability  rates  mandated  by 
Chapter  697 

•  expanding  our  educational  outreach  efforts  to  familiarize  board  members  and  staff  with 
the  changes  made  by  Chapter  697 

•  continuing  to  monitor  the  investment  of  public  pension  funds  in  order  to  protect  the  bil- 
lions of  dollars  in  assets  in  systems  across  the  state 

•  regular  consultation  with  retirement  boards  and  staff  to  improve  accounting  and  book- 
keeping methods  and  reporting 

•  initiating  innovative  risk  management  strategies  in  state  agencies  that  enhance  workplace 
safety  and  reduce  the  number  of  on-the-job  injuries. 


A  FINAL  WORD 


In  its  relatively  short  existence,  PERA  has  made  a  lasting  contribution  to  the  orderly  ad- 
ministration of  the  Massachusetts  Public  Employee  Retirement  Systems.  Major  strides  have 
been  made  in  the  funding  of  benefits,  the  investment  of  assets  and  the  disability  process. 
In  fact,  many  aspects  of  the  retirement  plan  offered  to  public  employees  in  Massachusetts 
have  been  improved.  The  ingredients  for  this  success  are  the  hard  work  of  the  people  at 
PERA,  the  support  of  the  Governor  and  the  Legislature,  and  the  cooperation  of  the  retire- 
ment boards. 


We  look  ahead  with  great  anticipation,  secure  in  the  knowledge  that  with  that  continued 
support  and  cooperation,  together,  we  can  best  serve  the  members  and  beneficiaries  who 
rely  on  our  pension  systems,  and  the  taxpayers  of  the  Commonwealth  and  its  cities  and 
towns  who  support  those  systems. 


PERA 
Room  1101 
One  Ashburton  Place 
Boston,  Massachusetts  02108 


